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The  department  has  improved  its  overall  financial  control  structure  since 
the  last  audit.  This  report  contains  16  recommendations  related  to  specific 
compliance  concerns  in  the  department  programs.  Issues  addressed  in  this 
report  include: 

►  $724,004  in  questioned  costs  on  federal  grants  that  did  not  meet 
earmarked  expenditure  requirements. 

►  $268,563  deficiency  in  state  expenditures  required  by  a  federal  grant 
agreement. 

►  Improvement  of  monitoring  controls  for  federal  grants. 

►  Reporting  revenue  receivables. 


03-14 


Direct  comments/inquiries  to: 
Legislative  Audit  Division 
Room  160,  State  Capitol 
PO  Box  201705 
Helena  MT  59620-1705 


STATE  DOCUMrliTS  COLI.EC 
JAM  0  0  2004 

MONTANA  PTATE  LIBRf ' 
1515  E    6::i  AVC 


iio; 


Help  eliminate  fraud,  waste,  and  abuse  in  state  government.  Call  the  Fraud  Hotline  at  1-800-222-4446 
statewide  or  444-4446  in  Helena. 


lllilim1C?.^7i^^*  STATE  LIBRARY 

■iiffifii , 

3  0864  1002  4415  4 


FINANCIAL-COMPLIANCE  AUDITS 


Financial-compliance  audits  are  conducted  by  the  Legislative  Audit  Division  to  determine  if  an  agency's 
financial  operations  are  properly  conducted,  the  financial  reports  are  presented  fairly,  and  the  agency  has 
complied  with  applicable  laws  and  regulations.  In  performing  the  audit  work,  the  audit  staff  uses 
standards  set  forth  by  the  American  Institute  of  Certified  Public  Accountants  and  the  United  States 
General  Accounting  Office.  Financial-compliance  audit  staff  members  hold  degrees  with  an  emphasis  in 
accounting.  Most  staff  members  hold  Certified  Public  Accountant  (CPA)  certificates. 

Government  Auditing  Standards,  the  Single  Audit  Act  Amendments  of  1996  and  OMB  Circular  A-133 
require  the  auditor  to  issue  certain  financial,  internal  control,  and  compliance  reports.  This  individual 
agency  audit  report  is  not  intended  to  comply  with  these  reporting  requirements  and  is  therefore  not 
intended  for  distribution  to  federal  grantor  agencies.  The  Legislative  Audit  Division  issues  a  statewide 
biennial  Single  Audit  Report  which  complies  with  the  above  reporting  requirements.  The  Single  Audit 
Report  for  the  two  fiscal  years  ended  June  30,  2003,  will  be  issued  by  March  31,  2004.  The  Single  Audit 
Report  for  the  two  fiscal  years  ended  June  30,  2001,  was  issued  on  March  26,  2002.  Copies  of  the  Single 
Audit  Report  can  be  obtained  by  contacting: 

Single  Audit  Coordinator  Legislative  Audit  Division 

Office  of  Budget  and  Program  Planning  Room  1 60,  State  Capitol 

State  Capitol  PO  Box  20 1 705 

Helena  MT  59620  Helena  MT  59620-1705 
Phone  (406)  444-3616 
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TO:  Legislative  Audit  Committee  Members 

FROM:     Tori  Hunthausen,  Deputy  Legislative  Auditor,  Information  Systems  (IS)  AuditsL/^/ 

R£:  IS  Support  Work  on  Systems  Administered  by  the  Department  of  Health  and  Human  Services 

(03DP-05) 


INTRODUCTION 

In  support  of  the  fmancial-compliance  audit  of  the  Department  of  Health  and  Human  Services,  we 
conducted  a  limited  scope  information  systems  audit  focusing  on  select  system  processes  in  the  following 
information  systems  administered  by  the  department: 

EBT  -  Electronic  Benefit  Transfer  system 

TEAMS  -  The  Economic  Assistance  Management  System 

CAS  -  Cost  Allocation  System 

SEARCHS  -  The  System  for  Enforcement  and  Recovery  of  Child  Support 

CAPS  -  Child  and  Adult  Protective  Services  system 

AWACS  -  Agency-Wide  Accounting  and  Client  System  -  Contract  Sub-System 

Included  in  the  audit  scope  were  objectives  to  establish  the  existence  and  confirm  the  operation  of  specific 
controls  over  select  processes,  and  to  determine  the  status  of  prior  SEARCHS  audit  recommendations. 
We  conducted  the  audit  w^ork  according  to  generally  accepted  government  auditing  standards.  We  will 
not  formally  report  the  intemal  control  weaknesses  we  identified;  however,  these  details  have  been 
communicated  to  agency  management.  A  restricted  distribution  of  an  intemal  memorandum  has  been 
provided  to  LAD  staff  communicating  existence  and  operation  of  controls. 


CONCLUSION 

Overall,  we  conclude  the  applications  named  above  operate  in  a  controlled  environment  for  the  selected 
processes  tested. 


BACKGROUND 

EBT  -  Electronic  Benefit  Transfer  system 

The  USDA  Food  and  Nutrition  mandated  that  all  states  implement  an  Electronic  Benefits 
Transfer  (EBT)  system  for  disbursement  of  Food  Stamp  benefits  by  October  2002.  Traditional 
Food  Stamps  were  replaced  with  the  Montana  Access  card,  Montana's  EBT  system  in  October 
2002.  To  date,  over  700  Montana  retailers  are  connected  to  Montana's  EBT  system. 
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TEAMS  -  The  Economic  Assistance  Management  System 

TEAMS  is  a  federally  certified  system  that  automates  the  eligibility  determination  and  benefit 
issuance  for  Temporary  Assistance  for  Needy  Families  (TANF)  cash  assistance  program.  TANF 
cash  assistance  eligible  families  may  also  receive  Medicaid,  and  are  categorically  eligible  for 
Food  Stamps  issued  through  the  Montana  Access  card  Electronic  Benefits  Transfer  (EBT) 
system. 

CAS  -  Cost  Allocation  System 

The  large  volume  of  health  and  human  service  programs  that  DPHHS  operates  are  paid  with  both 
state  and  federal  dollars.  Initially,  costs  are  recorded  on  the  state's  primary  accounting  systems 
(SxABHRS)  as  they  are  incurred  and  are  classified  as  either  direct  or  indirect  operating  costs. 

Direct  costs  benefit  one  DPHHS  program  or  grant,  are  easily  identified  and  point  to  a  project  or 
grant.  Indirect  costs  benefit  more  than  one  DPHHS  program,  grant  or  indirect  cost  function. 
Indirect  costs  do  not  have  a  one-to-one  relationship  with  projects  or  grants  and  need  to  be 
distributed  to  programs/grants  that  use  the  resource.  CAS  operates  to  extract  and  then  accumulate 
costs  into  pools,  to  run  the  step-down  allocations  to  distribute  costs  to  programs/grants  and 
produce  financial  information  for  the  completion  of  federal  and  state  reports. 

SEARCHS  -  The  System  for  Enforcement  and  Recovery  of  Child  Support 

SEARCHS  was  implemented  in  1993  to  meet  a  federal  requirement  that  all  states  have  a  certified 
automated  child  support  system.  SEARCHS  manages  the  collection  of  child  support  payments 
for  Montana  children,  by  providing  an  automated  method  for  establishing,  enforcing,  and 
modifying  support  orders,  locating  absent  parents,  establishing  paternity,  generating  documents, 
calculating  guidelines,  determining  hardships,  establishing  automatic  income  withholding, 
generating  federal  reports  of  caseload  data,  and  performing  general  case  management  functions. 

CAPS  -  Child  and  Adult  Protective  Services 

CAPS  provides  an  online  statewide  child  welfare  management  information  system  supporting 
protective  services;  foster  care  and  adoption;  services  to  the  aged;  and  juvenile  corrections  for  the 
DPHHS.  CAPS  contain  both  client  and  services  provider  records.  The  system  automates  case 
management,  provider  licensing,  fmancial  accounting,  payments  for  services,  provider  training, 
contract  management  and  reporting  for  operation  and  management  of  programs. 

AW  ACS  -  Agency-Wide  Accounting  and  Client  System.  Contract  Sub-System 

AWACS  was  developed  to  respond  to  the  continuous  demand  for  fast,  efficient  and  accurate 
generation  of  pavments  and  related  client  service  accounting  for  the  many  divergent  programs  of 
DPHHS.  The  Contract  Subsystem  is  used  to  enter  the  contracts  with  providers  of  goods  and 
services  and  to  make  payment  to  these  providers.  Basic  contract  data,  such  as  duration  of 
contract,  responsibilit>-  centers  under  which  payments  can  be  made,  and  total  amount  of  the 
contract,  are  maintained  in  the  system.  Users  can  pay  advances  and  expenditures,  post 
expenditures  against  advances,  and  make  corrections  to  expenditures  and  advances. 


AUDIT  SCOPE  AND  METHODOLOGY 

(Jur  scope  and  mcthudolog>-  included  reviewing  programming  code  to  provide  assurance  over  logical 
processing  within  the  systems,  and  whether  processing  is  controlled  to  allow  only  valid  data.  Our 
objectives  were  to  determine  if  the  application  systems'  primary  processing  functions  provide  data 
processing  results  in  compliance  with  state  and  federal  regulations.  We  did  not  identify  significant 
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findings  in  any  of  the  applications,  in  relation  to  the  limited  scope  of  our  review.  Our  testing 
methodology  included  the  following: 

EBT-  We  gained  an  understanding  of  the  program  and  reviewed  EBT  package  code  to  ensure 

functions  and  procedures  exist  to  maintain  TANF  and  Food  Stamp  benefit  accounts  and  accounts 
are  managed  according  to  program  requirements.  We  obtained  the  certification  by  the  USDA 
Food  and  Nutrition  Services  for  processing  electronic  benefits  and  transactions  in  compliance 
with  federal  program  requirements. 

TEAMS  -  The  TEAMS  database  has  tables  that  contain  eligibility  requirements  for  the  TANF 
cash  assistance  program  and  Food  Stamp  program,  and  the  data  in  these  tables  are  used  in  the 
eligibility  determination  process  and  for  the  benefit  calculation  process.  We  obtained  an  extract 
of  the  tables  containing  objects  for  the  TANF  program  for  comparison  to  the  applicable 
administrative  rule,  State  plan,  and  policy  manual  criteria  for  consistency.  We  reviewed  the 
processing  code  to  calculate  benefit  limits  and  amounts  granted. 

CAS  -  To  confirm  that  the  CAS  architecture  is  consistent  with  the  department's  public  assistance 
cost  allocation  plan  and  the  DPHHS  Cost  Allocation  Manual,  we  read  the  database  instructions 
and  compared  code  to  department  documentation  to  ensure  the  instructions  selected  the  intended 
transactions  from  the  described  sources.  We  accessed  the  CAS  'tree'  structure,  allocation  group 
and  step  definitions,  and  SABHRS  chartfields  to  confirm  CAS  is  directing  amounts  to  the 
intended  records,  fields,  and  accounts. 

SE.iRCHS  -  Since  an  information  systems  audit  was  performed  in  2001 ,  our  primary  objective 
was  to  update  prior  audit  coverage  over  key  controls  and  program  criteria  embedded  in  the 
system,  specifically  testing  to  identify  significant  changes  that  have  occurred  since  that  audit,  and 
to  determine  the  effect  of  change  on  the  SEARCHS  control  environment.  No  significant  changes 
were  identified.  The  previous  audit  report  contained  15  individual  recommendations.  To  date, 
the  department  has  implemented  12,  partially  implemented  2  and  has  not  implemented  1 
recommendation,  removing  contractor  programmer  access  to  production  programs  and  data. 
Since  the  last  audit  the  department  has  established  a  Security  Plan,  and  management  has  made  the 
determination  programmers  must  have  access  to  perform  their  duties  required  under  contract. 

CAPS  -  Using  the  training  slice  of  the  production  database,  we  entered  fictitious 
clients/providers/services  to  verify  selected  edits  and  data  validations  function  as  intended.  For 
each  edit  tested,  there  was  an  expected  result,  and  an  intent  to  defeat  the  system  edit. 

We  verified  pa\Tnent  edits  and  online  ehgibility  edits  for  Titles  IV -E  and  IV -A  funding  sources, 
by  evaluating  against  the  federal  program  compliance  supplements.  We  reviewed  the  eligibility 
determination  processing  code  which  provides  detailed  edits  and  processing  logic  intended  to 
ensure  only  appropriate  funding  souices  are  applied.  We  tried  to  input  eligibility  codes  for 
fictitious  clients  using  two  different  security  access  levels.  We  obtained  the  processing  code  and 
reviewed  the  file  layout  to  determine  client  eligibility  edits.  We  determined  that  eligibility  codes 
with  a  source  code  of  TEAMS  (the  data  was  exchanged  fi-om  the  TEAMS  system)  could  not  be 
manually  added,  deleted,  modified. 

We  also  determined  the  source  of  information  used  to  generate  the  CAPS  report  that  is  used  to 
reconcile  transactions  between  the  system  and  SABHRS. 
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A  WACS  Contract  Subsystem  -  Each  contract  is  defmed  by  parameters  within  the  AWACS 
contract  subsystem  that  determine  the  duration  of  the  contract  and  the  total  amount  due  the 
provider.  We  performed  dual  testing  to  ensure  the  system  controls  exist  and  are  operating  to 
prevent  payments  in  excess  of  the  total  contract  balance  and  prevent  payments  made  outside  the 
contract  dates.  We  reviewed  processing  code  and  confirmed  the  code  by  obtaining  data  queries. 
The  query  results  identified  instances  where  a  user  with  access  to  make  a  change  amendment, 
inadvertently  caused  original  information  to  be  overwritten.  Manual  changes  were  made  to 
correct  the  errors. 

Incorporated  into  each  of  the  systems'  audit  work  was  identification  of  data  exchange  between 
systems  and  the  completeness  of  data  transmission  from  one  system  to  another. 
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November  2003 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

This  is  our  report  on  the  financial-compliance  audit  of  the  Department  of  Public  Heahh  and 
Human  Services  for  the  two  fiscal  years  ended  June  30,  2003.  This  report  includes 
recommendations  concerning  compliance  with  earmarked  expenditure  requirements  for  federal 
grants,  meeting  the  level  of  state  expenditure  required  by  federal  grants,  improving  the 
monitoring  of  federal  grants  recipients,  and  reporting  revenue  receivable  in  compliance  with  state 
accounting  policy. 

We  thank  the  director  and  her  staff  for  the  assistance  and  cooperation  provided  during  the  audit. 


Respectfully  submitted. 


Scott  A.  Seacat 
Legislative  Auditor 
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Report  Summary 


Department  of  Public 
Health  and  Human 
Services 


We  performed  a  financial-compliance  audit  of  the  Department  of 
Public  Health  and  Human  Services  (PHHS)  for  the  two  fiscal  years 
ended  June  30,  2003.  We  determined  the  status  of  audit 
recommendations  made  to  PHHS  in  the  previous  audit.  Of  the  24 
recommendations  still  applicable  to  the  agency,  PHHS 
implemented  20,  partially  implemented  2  and  did  not  implement  1 . 
One  recommendation  is  no  longer  applicable  to  the  department. 


We  issued  an  unqualified  opinion  on  the  financial  schedules  for  each 
of  the  two  years  under  audit.  The  opinion  is  located  on  page  A-3. 
The  reader  may  rely  on  the  presented  financial  information  and  the 
supporting  data  on  the  Statewide  Accounting,  Budgeting  and  Human 
Resources  System. 

This  audit  report  contains  16  recommendations  to  PHHS.  The  issues 
discussed  in  this  report  include  noncompliance  with  federal 
regulations  concerning  cash  management,  earmarking,  and  reporting. 

PHHS  management's  response  to  our  recommendations 
starts  on  page  B-3  of  the  report  document.  The  listing  below 
serves  as  a  means  of  summarizing  the  recommendations 
contained  in  the  report,  the  department's  response  thereto, 
and  a  reference  to  the  supporting  comments. 


Recommendation  #1 


We  recommend  the  department  maintain  state  expenditures 
for  substance  abuse  at  the  level  required  by  the  Substance 
Abuse  Prevention  &  Treatment  grant 


Department  Response:  Concur.  See  page  B-3. 


Rcconimcndat ion  #2 


We  recommend  the  department  increase  prevention  activities 
to  meet  Substance  Abuse  Prevention  &  Treatment  grant 
requirements 


Department  Response:  Concur.  See  page  B-3. 
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Recommendation  #3 


Recommendation  #4 


Recommendation  #5 


Recommendation  #6 


Recommendation  #7 


Recommendation  #8 


We  recommend  the  department  implement  procedures  to 
ensure  client  files  document  resource  eligibility  requirements 
before  vocational  rehabilitation  services  are  provided 10 

Department  Response:  Concur.  See  page  B-3. 

We  recommend  the  department  charge  only  payroll  costs 

incurred  within  the  grant  period 10 

Department  Response:  Concur.  See  page  B-4. 

We  recommend  the  department  ensure  the  RSA-2  Program 

Cost  Report  includes  only  costs  related  to  the  period  covered 

by  the  report 1 1 

Department  Response:  Concur.  See  page  B-4. 

We  recommend  the  department  improve  the  accuracy  of  its 

administrative  cost  allocation  to  the  Foster  Care  and 

Adoption  Assistance  programs 12 

Department  Response:  Concur.  See  page  B-4. 

We  recommend  the  department  provide  supervisory 

oversight  to  ensure  personnel  make  weekly  transfers  from 

the  Title  IV-E  Foster  Care  program  to  the  Adoption 

Assistance  program  for  administrative  expenses  in 

compliance  with  the  federal  cash  management  agreement 13 

Department  Response:  Concur.  See  page  B-4. 

We  recommend  the  department  perform  reconciliations  of 
Foster  Care  cash  draws  to  ensure  compliance  with  federal 
requirements 14 

Department  Response:  Concur.  See  page  B-5. 
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We  recommend  the  department  run  and  review  its  dual 
certification  report  monthly  to  ensure  prevention  of  dual 
participation  by  clients 15 

Department  Response:  Concur.  See  page  B-5. 

We  recommend  that  the  department  complete  and  document 

daily  reviews  of  voucher  activity 16 

Department  Response:  Concur.  See  page  B-5. 

We  recommend  the  department  complete  monitoring  visits 

and  the  associated  reports  in  accordance  with  federal 

regulations 18 

Department  Response:  Concur.  See  page  B-5. 

We  recommend  the  department  immediately  resolve 
unreconciled  differences  between  computer  systems  used  to 
track  and  record  activity  for  the  Child  Support  Enforcement 
program 18 

Department  Response:  Concur.  See  page  B-5. 

We  recommend  the  department  conduct  annual  monitoring 

of  childcare  program  local  agencies  in  accordance  with 

federal  regulations 19 

Department  Response:  Concur.  See  page  B-6. 

We  recommend  the  department  file  Financial  Status  Reports 
for  Low  Income  Housing  Energy  Assistance  Program  grants 
using  correct  expenditure  information 20 

Department  Response:  Concur.  See  page  B-6. 


Recommendation  #9 


Recommendation  #10 


Recommendation  #1 1 


Recommendation  #12 


Recommendation  #13 


Recommendation  #14 
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Recommendation  #15 


We  recommend  the  department: 


A.  Match  expenditures  and  revenue  for  each  grant  in 
accordance  with  state  accounting  policy. 

Department  Response:  Concur.  See  page  B-6. 

B.  Record  receivables  in  accordance  with  state  accoimting 
policy. 

Department  Response:  Concur.  See  page  B-6. 


C.     Record  Medicaid  expenditure  and  revenue  accrual 
reductions  consistently  on  the  state's  accounting 
records 


,22 


Department  Response:  Concur.  See  page  B-7. 


Recommendation  #  1 6 


We  recommend  the  department: 


A.  Execute  agreements  with  counties  setting  standards  for 
operation  of  offices  of  public  assistance  as  required  by 
section  53-2-305(1),  MCA. 

Department  Response:  Concur.  See  page  B-7. 

B.  Adopt  rules  necessary  to  implement  the  trauma  care 
system  in  compliance  with  sections  50-6-402  and 
50-6-410,  MCA. 

Department  Response:  Concur.  See  page  B-7. 


C.     Adopt  rules  establishing  medical  assistance  benefits  for 
children  with  an  adoption  assistance  agreement  as 
required  by  section  42- 10- 127,  MCA 


23 


Department  Response:  Concur.  See  page  B-7. 
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Introduction  and  Scope  of 
Audit 


Background 


We  performed  a  financial-compliance  audit  of  the  Department  of 
Public  Health  and  Human  Services  (PHHS)  for  the  two  fiscal  years 
ended  June  30,  2003.  The  objectives  of  the  audit  were  to: 

1 .  Determine  if  the  department  complied  with  applicable  federal 
and  state  laws  and  regulations. 

2.  Review  the  department's  internal,  financial  operation,  and 
administrative  controls  and  make  recommendations  for  their 
improvement. 

3.  Determine  if  the  department's  financial  schedules  present 
fairly,  in  accordance  with  state  accounting  policy,  the  results  of 
operations  for  the  fiscal  years  ended  June  30,  2002  and  2003. 

4.  Determine  the  implementation  status  of  prior  audit 
recommendations  for  which  the  department  was  responsible. 

This  report  contains  16  recommendations  to  the  department.  These 
recommendations  address  areas  where  the  department  can  improve 
controls,  accounting  procedures,  and  compliance  with  federal  and 
state  laws  and  regulations.  Other  concerns  deemed  not  to  have  a 
significant  effect  on  the  successful  operation  of  department  programs 
have  been  discussed  with  department  management  and  are  not 
included  in  this  report.  In  accordance  with  section  5-13-307,  MCA, 
we  analyzed  and  disclosed  the  cost,  if  significant,  of  implementing 
the  recommendations  in  this  report. 

PHHS  expends  more  than  $1  billion  annually  administering  social 
service  and  health  programs  for  the  state  of  Montana.  The  programs 
include  Medicaid,  economic  assistance,  developmental  disabilities 
services,  vocational  rehabilitation,  child  and  adult  protective 
services,  mental  health,  substance  abuse  prevention  and  treatment, 
and  public  health  services,  including  immunizations  and  disease 
control.  PHHS  operates  two  mental  health  facilities,  two  veterans' 
homes,  a  facility  for  the  developmentally  disabled,  and  a  substance 
abuse  treatment  center. 


Total  expenditures  by  fund,  as  recorded  for  PHHS,  are  identified 
below  for  the  two  fiscal  years  ended  June  30,  2002,  and  2003. 
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Benefits  and  Claims  expenditures  account  for  74  percent  of  the  total 
expenditures  in  these  fiscal  years. 


Table  1 

Total  Expenditures  bv  Fund  (in 

thousands) 

FY  2001-02 

FY  2002-03 

General  Fund 

$     270,377,348 

$     255,805,775 

State  Special 
Revenue  Fund 

30,719,803 

30,610,842 

Federal  Special 
Revenue  Fund 

742,389,337 

786,848,117 

Debt  Service 
Fund 

3,009,203 

3,181,532 

Permanent  Fund 

1,037,619 

1,808,027 

Total 

■ 

S  1.047,533,309 

$  1,078,254,293 

Source:      Compiled  by 

the  Legislative  Audit  Division  from 

PHHS  accounting  records. 

As  of  September  12,  2003,  the  department  is  organized  into  eleven 
divisions.  These  divisions  are  Addictive  and  Mental  Disorders, 
Child  and  Family  Services,  Child  and  Adult  Health  Resources.  Child 
Support  Enforcement,  Disability  Services,  Fiscal  Services,  Public 
Health  and  Safety,  Human  and  Community  Services,  Operations  and 
Technology,  Quality  Assurance,  and  Senior  and  Long  Term  Care.  A 
current  organizational  chart  showing  programs,  services,  and  the 
distribution  of  the  department's  2,791.48  budgeted  full-time 
equivalent  employees  (FTE)  for  fiscal  year  2003-04  by  division  is  on 
page  3. 
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Child  and  Family 

Services  Division 

Shirley  K.  Brown 

337.95  FTE 


Department  of  Public  Health  and  Human  Services 
Program  Organizational  Chart 


Prevention  Resource  Center  -  Vicki  Turner 


Office  of  Legal  Affairs-  Russ  Cater 


Office  of  Human  Resources  -  Carol  Seaman 


Administrative  Officer  -  Ken  Pekoe 


Governor 
Judy  Martz 


Department  Director 
Gail  Gray 
38.75  FTE 


Child  Support 

Enforcement  Division 

Lonnie  J.  Olson 

175.25  FTE 


Fiscal  Services 
Division 

Mick  Robinson 
54  FTE 


Operations  and 

Technology  Division 

Mike  Billings 

78.50  FTE 


Public  Health  and 
Safety  Division 
Maggie  Bullock 
162.52  FTE 


Deputy  Director  -  John  Chappuis 


(Medicaid) 


Office  of  Program  Finance  -  Chuck  Hunter 


Quality  Assurance 

Division 

Mary  Dalton 

108.70  FTE 


Human  and  Community 

Services  Division 

Hank  Hudson 

452.20  FTE 


Addictive  and  Mental 

Disorders  Division 

Dan  Anderson 

567.75  FTE 


Child  and  Adult  Health 

Resources  Division 

John  Chappuis  (Acting) 

49  FTE 


Disability  Services 

Division 

Joe  Matthews 

573.42  FTE 


Senior  and  Long  Term 
Care  Division 
Kelly  Williams 
193.44  FTE 


Adoption  Services 

Administrative  Law 
Judge 

Fiscal  Management 
Services 

Budget  &  Program 
Analysis 

Chronic  Disease 

Audit 

Abstinence  Program 

Adult  Mental  Health 
Services 

Children's  Health 
Insurance  Plan  (CHIP) 

Developmental 
Disabilities  Program 

Adult  Protective 
Services 

Centralized  Intake 

Central  Case 
Registry 

Fiscal  Policy 

Computer  Application 
Services 

Emergency 
Medical 

Certification 

Child  &  Adult  Food 
Programs 

Chemical  Dependency 
Prevention  &  Treatment 

Children's  Special 
Health 

Disability  Determination 
Services 

Aging  Services 

Child  Protective 
Services 

Collection  and 

Distribution  of 

Payments 

Institutional 
Reimbursement 

Computer  Systems 
Management 

Environmental 
Lab 

Certificate  of 
Need 

Child  Care  Services 

Inpatient  Chemical 
Dependency  Services 

Children's  Mental 
Health 

Eastmont  Human 
Services  Center 

Centralized  Services 

Children's  Trust 
Fund 

Financial  &  Medical 
Support  Order 
Establishment 

Internal  Support/ 
Purchasing 

Internal  Support 

Fleet  Management 
Lease  Management 
Mail  Room  Services 

Epidemiology 

Facility  Licensing 

Eligibility 
Determination  Services 

Inpatient  Psychiatric 
Hospital  Services 

Medicaid  Primary  & 
Acute  Care 

Montana  Developmental 
Center 

Home  &  Community 
Based  Services 

Domestic  Violence 
Services 

Paternity 
Establishment 

Payroll 

Management  Info. 
Services 

Food  &  Consumer 
Safety 

Fair  Hearings 

Community  Services 
Block  Grant 

Inpatient  Psychiatric 
Nursing  Home  Services 

Montana 

Telecommunications 

Access  Program 

Long  Term  Care 
Services 

Family  Preservation 
&  Support  Services 

Foster  Care  Services 

Support  Order 
Enforcement 

Support  Order 
Modification 

Microcomputer  & 
Network  Services 

Technology  Planning 
Vital  Statistics 

Health  Planning 

Maternal  &  Child 
Health 

Office  of  Public 
Health  System 
Improvement 

Preventive  Health 

Public  Health 

Emergency 

Preparedness 

Public  Health  Lab 

Public  Health 

Service 
W/omen,  Infant, 
Children  (WIC) 

Network 
Adequacy 

Fraud  and 

Program 

Compliance 

Surveillance 

Utilization  & 

Review 

Third  Party 
Liability 

Food  Commodities 

Food  Stamp  Program 

Head  Start 
Collaboration  Grant 

Homeless  Assistance 
LIEAP/Weatherization 

Refugee  Services 

TANFMelfare  Reform 
Services 

Vocational 
Rehabilitation  Program 

Nursing  Facility 
Services 

Eastern  Montana 

Veterans  Home 

Montana  Veterans  Home 

Source:  Compiled  by  the  Legislative  Audit  Division  from  PHHS  data. 
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Prior  Audit 
Recommendations 


We  determined  the  status  of  the  24  prior  audit  recommendations 
directed  to  the  department.  The  department  implemented  20, 
partially  implemented  2,  and  did  not  implement  1 .  One 
recommendation  was  no  longer  applicable  to  the  department.  The 
recommendation  not  implemented  concerns  monitoring  of  vouchers 
for  the  Supplemental  Nutrition  for  Women,  Infants,  and  Children 
program  and  is  discussed  on  page  14.    The  department  partially 
implemented  the  recommendation  on  reconciling  subsystems  to  the 
state's  accounting  records.  We  discuss  the  Child  Support 
Enforcement  reconciliation  on  page  18.  The  department  corrected 
many  of  the  accounting  issues  disclosed  in  our  last  report,  but  the 
issue  related  to  accrual  and  deferral  of  grant  revenue  is  discussed 
further  on  page  2 1 . 


PHHS  management  made  significant  progress  toward  improving  the 
department's  financial  control  structure.  Control  enhancements 
included  streamlining  the  cost  allocation  process,  implementing 
more  frequent  cash  draws  for  federally  funded  administrative  and 
program  costs,  reducing  the  use  of  inter-entity  loans,  performing 
reconciliations  of  financial  subsystems  to  the  state's  accounting 
records,  and  initiating  an  active  internal  audit  function. 


Questioned  Costs 


In  the  report  sections  that  follow,  we  identify  as  questioned  costs 
expenditures  of  federal  assistance  that  do  not  comply  with 
regulations  of  the  federal  program.  Under  federal  audit 
requirements,  the  auditor  questions  costs  associated  with  an  audit 
finding  when  the  costs  result  from  a  violation  or  probable  violation 
of  law  or  regulation  governing  the  use  of  federal  funds,  when  the 
costs  are  not  supported  by  adequate  documentation  at  the  time  of  the 
audit,  or  when  the  costs  incurred  appear  unreasonable.  When  federal 
program  personnel  resolve  the  audit  issues  and  set  corrective  action 
plans,  the  federal  government  may  require  repayment,  reduce  the 
current  federal  award,  or  take  no  financial  action  on  the  questioned 
cost. 
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Table  2 

Summary  of  Questioned  Costs 

Grant  Title 
Substance  Abuse  Prevention  &  Treatment 

Amount 
Questioned 

$  268,563 

Report 
Page 

7 

Substance  Abuse  Prevention  &  Treatment 

$  724,004 

8 

Vocational  Rehabilitation 

$     12,264 

10 

Source:  Compiled  by  the  Legislative  Audit  Division. 
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Federal  Compliance 
Issues 


Substance  Abuse, 
Prevention  and  Treatment 
Block  Grant 


State  Expenditure  Effort 


The  department  receives  financial  assistance  from  several  federal 
agencies  to  operate  various  assistance  and  service  programs.  The 
primary  grantors  of  federal  assistance  include  the  U.  S.  Departments 
of  Agriculture,  Education,  Energy,  and  Health  &  Human  Services. 
The  department  expended  approximately  $708,210,850  and 
$748,823,662  of  federal  assistance  in  fiscal  years  2001-02  and  2002- 
03,  respectively.  We  performed  tests  to  evaluate  the  department's 
controls  and  compliance  with  selected  federal  regulations.  We 
identified  areas  related  to  several  grants  where  the  department  could 
improve  procedures  to  comply  with  federal  laws  and  regulations. 
These  are  discussed  below. 

The  department  administers  the  Substance  Abuse,  Prevention  and 
Treatment  (SAPT)  block  grant.  During  fiscal  years  2001-02  and 
2002-03,  the  department  recorded  SAPT  expenditures  of  $5,500,030 
and  $7,725,566,  respectively.  The  department  submits  an  annual 
application  and  receives  a  block  grant  allotment  each  year.  Each 
year's  grant  must  be  obligated  and  expended  by  the  end  of  the  year 
subsequent  to  the  year  for  which  the  award  was  made.  In  addition, 
federal  regulations  specify  expenditure  categories  for  each  grant  and 
require  the  state  to  maintain  a  level  of  expenditure  effort  related  to 
SAPT  grant  activities.  In  the  following  two  sections,  we  discuss 
issues  related  to  compliance  with  maintenance  of  effort  and 
expenditure  earmarking  requirement. 

Federal  regulations  require  the  state  of  Montana  to  spend  state 
resources  on  substance  abuse  prevention  and  treatment  programs  as  a 
condition  of  receiving  an  allocation  of  the  federal  SAPT  block  grant. 
To  meet  the  required  state  expenditure  standard,  commonly  called 
"maintenance  of  effort,"  the  department  must  show  that  state  funds 
spent  in  a  fiscal  year  equal  or  exceed  the  average  of  the  amounts 
spent  by  the  state  in  the  preceding  two  fiscal  years. 


We  reviewed  the  level  of  state  expenditure  effort  reported  by  the 
department  for  state  fiscal  year  2001-02  in  its  application  for  federal 
fiscal  year  2002-03  funding.  The  state  expenditures  reported  were 
$268,563  less  than  the  average  expenditures  for  the  two  previous 
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Earmarking 


fiscal  years.  As  a  result,  we  question  $268,563  in  SAPT  costs.  The 
federal  government  delayed  approval  of  the  federal  fiscal  year 
2002-03  funding  authority  for  1 1  months,  citing  deficiencies  in  state 
expenditure  effort  for  two  previous  fiscal  years. 


Recommendation  #1 


We  recommend  the  department  maintain  state  expenditures 
for  substance  abuse  at  the  level  required  by  the  Substance 
Abuse  Prevention  &  Treatment  grant. 


Federal  law  sets  certain  limits  to  guide  the  use  of  SAPT  block  grant 
funds.  To  comply  with  these  limits,  the  department  must  spend  at 
least  20  percent  of  each  grant  on  prevention  activities  and  no  more 
than  five  percent  of  each  grant  on  program  administration. 


We  reviewed  the  accounts  on  the  state's  accounting  records  used  to 
track  expenditures  for  various  categories  of  grant  activity.  We  noted 
the  department  expenditures  for  prevention  were  $166,473  less  than 
the  20  percent  required  for  the  federal  fiscal  year  2000-01  grant. 
Since  20  percent  of  the  grant  must  be  expended  on  prevention,  we 
question  $724,004,  the  amount  by  which  total  grant  expenditures 
exceeded  five  times  the  valid  prevention  program  charges. 


Vocational  Rehabilitation 


Recommendation  #2 


We  recommend  the  department  increase  prevention  activities 
to  meet  Substance  Abuse  Prevention  &  Treatment  grant 
requirements. 


The  Department  of  Public  Health  and  Human  Services  administers 
the  vocational  rehabilitation  program.  The  program  received  federal 
assistance  of  $9,892,944  and  $9,698,413  in  fiscal  years  2001-02  and 
2002-03,  respectively.  The  following  three  sections  discuss 
situations  where  the  department  can  improve  compliance  with 
federal  requirements  related  to  vocational  rehabilitation. 
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\  ocational  Rehabilitation  Individuals  qualify  for  vocational  rehabilitation  services  if 

^        •  they  have  a  physical  or  mental  impairment  that  impedes  their 

employment,  they  have  employment  capability,  and 
vocational  rehabilitation  services  are  required  to  secure, 
retain,  or  regain  employment. 

Clients  in  Montana  must  also  meet  certain  financial  resource 
criteria.  Federal  regulations  require  states  that  choose  to  use 
financial  needs  tests  for  one  or  more  types  of  vocational 
rehabilitation  services  to  apply  those  tests  to  all  individuals 
uniformly. 

We  tested  client  files  for  documentation  of  disability  and 
financial  eligibility  criteria.  Of  the  74  client  files  reviewed 
for  eligibility,  three  clients  received  services  when 
information  in  the  client's  file  indicated  they  were  not 
financially  eligible. 

►  One  client  reported  a  monthly  income  greater  than  the 
program  limit  on  the  initial  application.  The 
department  provided  services.  When  we  asked  about 
the  error,  the  department  obtained  additional 
documentation  demonstrating  that  the  client's  income 
for  a  period  of  several  months  met  the  income  limit. 
Documentation  of  this  fact  was  not  in  the  client  file. 

►  A  second  client  reported  resources  in  excess  of  the 
program  limit  on  the  initial  application.  An  updated 
financial  status  form  completed  two  years  later 
reported  resources  less  than  the  limit.  The  department 
provided  financial  services  to  the  individual  dunng 
this  two-year  period  even  though  the  documents  in  the 
file  showed  the  client  was  not  eligible. 

►  A  third  client  had  been  in  a  car  accident  and  qualified 
for  services  at  the  time  of  application.  A  year  later  the 
client  received  a  settlement  related  to  the  accident.  As 
a  result,  the  client  no  longer  met  the  financial 
resources  restrictions  and  services  were  discontinued. 
When  the  department  received  a  letter  from  the 
client's  attorney  stating  the  funds  would  be  placed  in  a 
trust  for  future  medical  expenses,  the  department 
resumed  providing  services  to  the  client.    The  client 
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did  not  furnish  documentation  that  the  settlement  tijnd 
had  been  placed  in  a  trust.  We  were  unable  to 
determine  that  the  trust  had  been  established. 

The  department  provided  $15,330  in  vocational  rehabilitation 
services  to  the  three  clients  while  documentation  indicated  the 
individuals  had  not  met  financial  eligibility  requirements.  Applying 
the  80  percent  federal  participation  rate,  we  question  $12,264  in 
federal  costs.  Department  personnel  can  ensure  services  are  only 
furnished  to  eligible  applicants  by  documenting  financial  eligibility 
in  the  files  before  services  are  provided. 


Recommendation  #3 


We  recommend  the  department  strengthen  procedures  to 
ensure  client  files  document  resource  eligibility  requirements 
before  vocational  rehabilitation  services  are  provided. 


Period  of  Availability 


Federal  regulations  for  vocational  rehabilitation  assistance  state  that 
the  grant  for  each  federal  fiscal  year  must  be  obligated  in  the  year  of 
the  award  and  expenditures  paid  by  the  end  of  the  subsequent  year. 
If  an  obligation  is  for  personal  services  by  an  employee  of  the  state 
or  subgrantee,  the  obligation  is  made  when  the  services  are 
performed. 


The  department  charged  payroll  expenditures  to  the  federal  fiscal 
year  2002  (October  1,  2001  through  September  30,  2002)  Vocational 
Rehabilitation  Services  Program  grant  as  late  as  the  pay  period 
ending  February  21,  2003.  A  total  of  $6,568  of  payroll  expenditures 
were  charged  to  the  federal  fiscal  year  2002  grant  after  the  grant 
period  had  ended. 


Recommendation  #4 


We  recommend  the  department  charge  only  payroll  costs 
incurred  within  the  grant  period. 
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Reporting 


To  comply  with  federal  regulations,  the  department  must  submit  a 
RSA-2  Program  Cost  Report  for  the  Vocational  Rehabilitation 
Services  Program  for  each  federal  fiscal  year.  The  report  shows  all 
expenditures  made  during  the  period,  including  expenditures  charged 
to  federal  funds  carried  over  from  the  previous  fiscal  year.  For 
purposes  of  preparing  this  report,  expenditures  include  unliquidated 
obligations.  The  RSA-2  report  is  due  to  the  federal  government  on 
January  31  following  the  end  of  the  federal  fiscal  year. 


We  noted  that  the  federal  fiscal  year  2002  RSA-2  Program  Cost 
Report  was  submitted  with  five  line  items  reporting  numbers  from 
the  federal  fiscal  year  2001  report.  The  errors  totaled  $164,075  and 
netted  to  a  $56,659  overstatement  of  costs.  Department  personnel 
said  the  previous  year's  numbers  were  reported  in  error.  A 
comparison  of  reported  expenditures  to  expenditures  on  the  state's 
accounting  records  for  the  period  would  have  detected  the  error. 


Foster  Care 


Recommendation  #5 

We  recommend  the  department  ensure  the  RSA-2  Program 
Cost  Report  includes  only  costs  related  to  the  period  covered  by 
the  report. 


Expenditure  Records 


The  department  operates  the  Foster  Care  and  Adoption  Assistance 
programs  with  federal  financial  assistance  under  provisions  of  Title 
rV-E  of  the  Social  Security  Act.  The  two  programs,  which  formerly 
were  administered  within  one  fund,  still  share  certain  cash  draw  and 
quarterly  reporting  procedures.  In  the  following  three  sections,  we 
discuss  ways  compliance  with  cash  management  and  reporting 
requirements  for  Title  FV-E  programs  can  be  improved. 

The  department  allocates  certain  administrative  costs  for  Foster  Care 
and  Adoption  Assistance  based  on  the  level  of  program  activity.  In 
the  first  step  of  a  two-part  process,  the  department's  cost  allocation 
system  identifies  the  costs  of  the  two  programs  as  a  single  Title  FV-E 
program  unit.  Then  department  personnel  complete  the  allocation 
with  a  manual  procedure  to  separate  costs  of  the  two  programs. 
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In  fiscal  year  2002-03,  department  staff  did  not  complete  the 
allocation  of  costs  between  Foster  Care  and  Adoption  Assistance. 
As  a  result,  Foster  Care  expenditures  were  overstated  and  Adoption 
Assistance  expenditures  were  understated  by  $1,322,428  for  the 
fiscal  year  on  the  state's  accounting  records. 

In  addition,  we  reviewed  the  quarterly  financial  report  for  the  Title 
rV-E  programs  for  the  period  ended  September  30,  2002  and  found  a 
difference  of  $235,906  between  the  amounts  reported  and  the  state's 
accounting  records.  Although  the  department  identified  most  of  this 
difference  as  related  to  the  timing  of  recording  allocated 
administrative  costs,  department  staff  did  not  reconcile  the  report  to 
the  accounting  records. 

A  department  manager  said  the  department  has  started  work  on  a 
revision  to  the  cost  allocation  module  to  automate  the  allocation  of 
costs  between  Foster  Care  and  Adoption  Assistance.  Until  two  years 
ago,  the  department  recorded  fiscal  activity  of  the  two  programs  in 
the  same  account  on  the  state's  accounting  records.  For  each 
allocation  of  costs  between  the  programs  for  reporting  purposes, 
department  personnel  manually  entered  accounting  data  and 
allocation  factors  into  a  complex  group  of  spreadsheets.  By 
allocating  costs  to  Foster  Care  and  Adoption  Assistance  separately  as 
part  of  the  department's  existing  automated  process,  the  department 
can  improve  the  accuracy  and  efficiency  of  its  allocation  process  for 
these  two  grants. 


Recommendation  #6 


We  recommend  the  department  improve  the  accuracy  of  its 
administrative  cost  allocation  to  the  Foster  Care  and  Adoption 
Assistance  programs. 


Foster  Care  Transfers 


The  department  draws  federal  funds  through  the  Title  IV-E  foster 
care  program  for  administrative  expenses  for  both  the  Foster  Care 
and  the  Adoption  Assistance  programs.  Amendment  Six  to  the 
state's  Cash  Management  Improvement  Act  (CMIA)  agreement 
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requires  the  department  to  transfer  weekly  from  the  Foster  Care 
program  to  the  Adoption  Assistance  program  certain  amounts  drawn 
for  administrative  expenses. 

The  department  did  not  transfer  funds  to  Adoption  Assistance  as 
required  by  the  CM  I A  agreement.  Department  personnel  assigned  to 
draw  federal  cash  were  not  aware  of  the  CMIA  requirement  to 
transfer  federal  funds.  Supervisory  review  of  the  state's  accounting 
records  could  have  detected  the  fact  that  the  weekly  transfers  were 
not  made. 


Recommendation  #7 


We  recommend  the  department  provide  supervisor>  oversight 
to  ensure  personnel  make  weekly  transfers  from  the  Title  IV-E 
Foster  Care  program  to  the  Adoption  Assistance  program  for 
administrative  expenses  in  compliance  with  the  federal  cash 
management  agreement. 


Foster  Care  Cash  Draws 


The  department  draws  federal  foster  care  money  on  a  reimbursement 
basis  in  accordance  with  an  agreement,  executed  in  compliance  with 
the  federal  government  under  the  Cash  Management  Improvement 
Act  (CMIA).  To  calculate  the  amount  and  track  the  timing  of  draws, 
the  department  prepares  spreadsheets  and  reconciles  the  cash  draws 
to  the  accounting  system.  We  found  instances  where  the  department 
did  not  draw  Foster  Care  cash  in  comphance  with  terms  of  the  CMIA 
agreement.  The  following  describes  some  cash  draw  errors  made  by 
department  personnel: 


►  There  were  no  recorded  expenditures,  but  $5,279  was  drawn. 

►  Expenditures  of  $2,640  were  recorded,  but  the  cash  draw  was 

$57,542. 

►  Expenditures  of  $  1 59,764  were  recorded,  but  that  amount  was 
credited  to  the  federal  government  instead  of  drawn. 

►  Expenditures  of  S 1 20,68 1  were  recorded,  but  the  cash  draw  was 
$6,120. 
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►  Expenditures  of  $8,762  for  indirect  costs  were  recorded,  but  the 
department  did  not  draw  cash. 

►  Expenditures  of  $742,926  were  recorded  at  the  end  of  the  year, 
but  were  not  drawn  immediately.  We  could  not  determine  when 
the  draw  occurred. 

In  other  cases,  the  department  did  not  draw  the  appropriate 
expenditure  amount  on  the  date  dictated  by  the  CMIA  agreement. 
Department  fiscal  policy  states  that  all  CMIA  schedules  should  be 
reviewed  and  reconciled  on  a  monthly  basis.  Had  the  department 
performed  timely  reconciliations  of  Foster  Care  cash  draws  to  the 
CMIA  schedule  of  expenditures,  the  pattern  of  errors  could  have 
been  detected.  Department  personnel  said  reconciliations  for  Foster 
Care  draws  did  not  occur  in  fiscal  year  2002-03. 


Recommendation  #8 


We  recommend  the  department  perform  reconciliations  of 
Foster  Care  cash  draws  according  to  department  policy  to 
ensure  compliance  with  federal  requirements. 


Women,  Infants,  and 
Children  Program 


Dual  Certification 


The  department  receives  funding  from  the  federal  government  to 
administer  the  Supplemental  Nutrition  for  Women,  Infants,  and 
Children  (WIC)  program.  Under  the  WIC  program,  the  department 
provides  vouchers  to  eligible  households  to  purchase  specific  food 
items.  To  implement  the  program,  the  department  contracts  with 
various  local  organizations  to  determine  eligibility  of  participants 
and  to  issue  vouchers.  The  department  spent  $13,792,099  and 
$12,381,209  of  federal  WIC  assistance  in  fiscal  years  2001-02  and 
2002-03,  respectively.  The  following  three  sections  discuss 
compliance  concerns  related  to  the  WIC  program. 

Federal  regulations  require  the  department  to  prevent  participants 
from  receiving  WIC  benefits  more  than  once  each  month.  To 
implement  this  requirement,  existing  department  procedures  specify 
that  the  department  will  prepare  a  report  from  its  records  monthly  to 
identify  clients  certified  to  participate  more  than  once  in  WIC  in  that 
month. 
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In  one  1 2-month  period,  the  department  ran  and  reviewed  this  report 
twice  in  the  month  following  the  WIC  activity,  completed  the  review 
for  an  additional  four  months  after  the  time  the  review  could  have 
identified  and  prevented  dual  participation,  and  did  not  review  the 
report  for  six  months.  As  a  result,  the  department  did  not  comply 
with  the  federal  requirement  to  identify  dual  participation.  By  not 
reviewing  activity  reports,  the  department  raises  the  risk  that  dual 
participation  will  not  be  detected  quickly,  thereby  allowmg 
additional  unallowable  costs.  A  department  manager  stated  that  the 
position  responsible  for  reviewmg  the  report  was  vacant  for  several 
months. 


Recommendation  #9 


We  recommend  the  department  run  and  review  its  WIC  dual 
certification  report  monthly  to  ensure  prevention  of  dual 
participation  by  clients.  


Tracking  \  ouchers 


To  provide  WIC  assistance,  the  department  issues  vouchers  to 
clients.  The  clients  exchange  these  vouchers  at  grocery  stores  for 
specific  food  products.  Federal  regulations  require  the  department  to 
account  for  the  disposition  of  all  vouchers  as  either  issued  or  voided 
and,  when  issued,  as  either  redeemed  or  unredeemed.  The 
department  does  this  by  reviewing  reports  of  the  previous  day's 
activity  reported  by  each  of  the  local  agencies. 


For  vouchers  voided  or  reissued,  the  department  requires  each  local 
agency  to  submit  a  void/reissue  receipt.  This  document  informs  the 
department  of  why  vouchers  were  voided  and  reissued.  To  complete 
the  procedure,  department  personnel  match  the  reasons  with  the 
identified  voids  on  a  daily  report  and  follow  up  on  any  instances  that 
do  not  appear  reasonable.  With  this  procedure,  the  department  can 
detect  cases  giving  the  client  benefits  in  excess  of  those  allowable. 
In  the  12  months  from  April  2002  to  March  2003.  department 
personnel  did  not  investigate  any  differences  between  the  receipts 
submitted  and  the  activity  reported  by  local  agencies.  As  a  result, 
vouchers  could  have  been  reissued  to  clients  without  the  initial 
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issuances  being  voided  and  the  dual  issuance  would  not  have  been 
detected. 

A  department  program  manager  stated  that  the  program  was 
understaffed  in  the  two-year  audit  period  for  reasons  including  staff 
on  medical  leave  and  a  hiring  freeze.  For  some  of  the  instances, 
department  personnel  thought  they  may  have  looked  at  the 
documentation,  decided  that  nothing  was  wrong,  and  then  discarded 
the  evidence  of  their  review. 

In  our  previous  audit,  we  recommended  the  department  establish 
procedures  to  ensure  completion  and  documentation  of  reviews  of 
WIC  edit  reports.  The  department  did  not  implement  the 
recommendation. 


Recommendation  #10 


We  recommend  that  the  department  complete  and  document 
daily  reviews  of  WIC  voucher  activitv 


WIC  Local  Agency 
Monitoring 


Federal  regulations  specify  that  the  state  agency  administering  the 
WIC  program  shall  conduct  monitoring  reviews  of  each  local  agency 
at  least  once  every  two  years,  and  shall  promptly  notify  any  local 
agencies  of  findings  of  non-compliance  with  program  requirements 
identified  in  monitoring  review. 


From  July  1,  2001  to  March  of  2003,  the  department  cancelled  9  of 
its  35  scheduled  monitoring  visits  to  local  agencies.  These 
monitoring  visits  were  rescheduled  for  fiscal  years  2002-03  and 
2003-04.  By  canceling  these  visits,  the  state  failed  to  complete  a 
monitoring  of  each  local  agency  once  every  two  years. 
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For  the  26  monitoring  visits  completed  by  department  staff,  we  noted 
1 1  reports  were  completed,  three  reports  were  in  process, 
nine  reports  were  not  completed  and  sent  to  the  local  agencies  for 
corrective  action,  one  report  with  findings  was  not  completed 
accurately  and,  therefore,  the  local  agency  did  not  complete  any 
follow-up,  and  two  reports  with  findings  were  completed,  but  the 
department  did  not  approve  any  corrective  action  by  the  local 
agencies.  Department  action  on  monitoring  visits  is  summarized  in 
the  following  table. 


Table  3 

WIC  Program  Monitorin2  Visits 
July  1.  2001  to  March  31.  2003 


Monitoring  Visits  Scheduled  35 

Cancelled  9 

Completed  26 

Monitoring  Visit  Reporting 

Reports  Completed  1 1 

Reports  Not  Completed  9 

Reports  Sent-Corrective  Action  Not  Approved  2 

Report  Sent-Need  for  Action  Not  Stated  1 

Reports  in  Process  3 

26 


Source:  Compiled  by  the  Legislative  Audit  Division 


The  department  attributed  this  non-compliance  to  staff  turnover  in 
the  WIC  program.  Several  people  tried  to  cover  two  jobs  at  one 
time.  By  the  end  of  March  2003,  the  department  had  filled  its  WIC 
positions.  In  addition,  a  department  manager  said  the  department 
decided  to  make  implementation  of  new  federal  regulations  relating 
to  the  retail  operations  a  higher  priority  than  monitonng  some  of  the 
agencies.  Local  agencies  certify  client  eligibility  and  distribute 
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vouchers.  Monitoring  is  the  principle  control  the  department  has 
over  the  WIC  program. 


Recommendation  #1 1 


We  recommend  the  department  complete  monitoring  visits  and 
the  associated  reports  in  accordance  with  federal  regulations. 


Child  Support  System 
Reconciliation 


The  department  administers  the  federally  assisted  Child  Support 
Enforcement  Program  that  distributes  over  $50  million  in  child 
support  payments  annually.  The  department  uses  three  computer 
systems,  including  the  Statewide  Accounting,  Budgeting  and  Human 
Resources  System  (SABHRS),  to  account  for  the  collection,  payment 
and  transfer  of  fiands  related  to  the  Child  Support  Enforcement 
Program.  The  department  performs  daily  cash  reconciliations 
between  the  systems.  Based  on  the  current  reconciliations,  the 
department  needs  in  excess  of  $400,000  in  additional  cash  to  pay  the 
liabilities  recorded  on  SABHRS  for  Child  Support  program 
payments  at  June  30,  2003. 


A  department  official  said  the  department  has  initiated  a  project  to 
complete  the  reconciliation  process  by  identifying  the  cause  of  cash 
difference  between  the  systems,  hi  addition  to  the  daily 
reconciliations,  the  department  has  hired  an  employee  with  the 
computer  programming  skills  to  review  transaction  code  to 
determine  the  reasons  for  the  differences.  Several  transactions 
causing  differences  have  been  identified,  but  the  department  has  not 
had  the  resources  to  research  all  differences,  the  official  said.  This  is 
the  fifth  consecutive  audit  report  that  has  addressed  concerns  related 
to  the  adequacy  of  the  child  support  reconciliation  process. 


Recommendation  #12 


We  recommend  the  department  immediately  resolve 
unreconciled  differences  between  computer  systems  used  to 
track  and  record  activity  for  the  Child  Support  Enforcement 
Program. 
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Child  Care 


The  department  contracts  with  12  local  agencies  around  the  state  to 
administer  approximately  $21.4  million  in  federally  assisted 
childcare.  These  Resource  and  Referral  agencies  track  applications 
and  bills  for  child  care  services  for  each  individual  child 
participating  in  the  program.  The  agencies  use  federal  regulations  to 
determine  what  costs  and  amounts  are  allowable.  Personnel  at  the 
agencies  are  responsible  for  reviewing  bills  from  child  care  providers 
for  compliance  with  federal  regulations  and  entering  the  charges  on 
the  department's  childcare  computer  system. 


We  sampled  45  monthly  billing  statements  from  a  population  of 
50,923  billings  for  individual  children  and  identified  seven  errors. 
Four  errors  resulted  in  overpayments  ranging  from  under  $1  to 
nearly  $3 1 .  Three  billing  statement  errors  had  no  payment  impact. 

Federal  guidelines  require  that  the  department  perform  on-site 
monitoring  of  Resource  and  Referral  agencies.  We  found  that  the 
department  did  not  conduct  on-site  monitoring  of  these  agencies  for 
three  years.  A  department  official  said  the  department  designed  and 
implemented  a  new  computer  program  for  the  child  care  program. 
Since  personnel  were  assigned  to  the  computer  system  project,  the 
department  did  not  conduct  the  monitoring  visits. 

Periodic  monitoring  visits  provide  department  personnel  the 
opportunity  to  detect  and  correct  procedural  problems  at  Resource 
and  Referral  agencies  as  well  as  provide  training  to  agency  staff. 
The  department  started  monitonng  the  agencies  again  in 
March  2003,  and  completed  field  visits  to  all  12  agencies  by 
August  2003. 


Recominendation  #13 


We  recommend  the  department  conduct  periodic  monitoring  of 
childcare  program  local  agencies. 


Low  Income  Home 
Energy  .Assistance 
Program  Reporting 


The  department  receives  a  Low-Income  Home  Energy  Assistance 
Program  (LIHEAP)  grant  annually  from  the  federal  government. 
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The  department  has  two  years  to  expend  each  grant.  In  fiscal  year 
2000-0 1 ,  the  federal  government  initiated  a  requirement  that 
LEHEAP  grantees  file  an  annual  Financial  Status  Report  on 
outstanding  grants.  On  this  form,  the  department  must  report  the 
total  allotment  from  the  "Notice  of  LIHEAP  Grant  Award,"  the 
amount  expended,  and  the  unobligated  balance  of  the  federal  funds 
granted. 

We  compared  four  LIHEAP  Financial  Status  Reports  to  the  state's 
accounting  records.  On  two  of  the  reports,  the  department  reported 
unobligated  balances  even  though  all  funds  for  the  grant  had  been 
obligated  and  spent.  As  a  result,  the  department  appeared  to  have 
not  expended  the  ftiU  allotment  on  grants  within  the  two  years  for 
which  the  allotment  was  available  for  expenditure. 

A  department  fiscal  manager  said  the  errors  occurred  because  the 
department  reported  the  carry  forward  balances  from  the  first  year  as 
unobligated  balances  on  the  Final  Financial  Status  Report  for  the 
grant.  Since  the  department  had  actually  expended  the  entire 
allotment  for  the  federal  fiscal  year  2000  and  the  federal  fiscal  year 
2001  grants,  department  personnel  filed  amended  closing  reports  for 
the  grants. 


Recommendation  #14 


We  recommend  the  department  file  Financial  Status  Reports 
for  Low  Income  Housing  Energy  Assistance  Program  grants 
using  correct  expenditure  information. 


Accounting  Issues 


State  law  requires  the  department  to  input  all  necessary  transactions 
before  the  end  of  the  fiscal  year  to  present  the  receipt,  use,  and 
disposition  of  all  money  and  property,  for  which  it  is  accountable,  in 
accordance  with  generally  accepted  accounting  principles.  The  one 
exception  to  this  is  that  the  department  is  required  to  record  certain 
encumbrances,  which  are  commonly  referred  to  as  "A"  accruals,  as 
expenditures  and  liabilities.  The  Department  of  Administration 
establishes  state  accounting  policy  to  implement  this  law.  The 
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Accrual  and  Deferral 
Misstatements 


Recording  Receivables 


Revenue  Accrual 
Cancellation 


following  sections  describe  instances  where  the  department  recorded 
transactions  that  did  not  comply  with  state  law  or  accounting  policy. 

The  department  recorded  both  a  receivable  from  the  federal 
government  and  deferred  revenue  in  26  federal  special  revenue  fiind 
accounts  at  fiscal  year-end  2003  and  31  at  fiscal  year-end  2002.  This 
means  the  accounting  records  showed  PHHS  had  resources  not  yet 
earned  and  receivables  from  the  federal  government  for  the  same 
federal  assistance  type.  Department  personnel  did  not  match  revenue 
to  the  grant  expenditures  for  which  federal  cash  was  drawn.  As  a 
result,  receivables  and  deferred  revenue  were  overstated  by 
$1,057,785  in  fiscal  year  2002-03  and  $3,457,010  in  fiscal  year 
2001-02  in  the  Federal  Special  Revenue  Fund. 

The  department  recorded  an  excess  payment  to  a  vendor  as  an 
advance  of  $  1 67,8 1 1 .  State  accounting  policy  requires  amounts 
billed  to  recover  expenditures  made  in  error  be  recorded  as  accounts 
receivable.  An  advance  identifies  a  cash  payment  that  will  be 
expended  for  valid  purposes  in  a  future  period.  A  department 
official  said  the  receivable  from  the  overpaid  vendor  was  recorded  as 
an  advance  to  identify  which  unit  within  the  department  was 
responsible  for  the  transaction.  The  department  should  follow  state 
accounting  policy  in  recording  its  receivables  on  the  state's 
accounting  records. 

At  the  end  of  each  fiscal  year,  the  department  establishes 
revenue  and  expenditure  accruals  based  on  projected 
Medicaid  services  provided  during  the  year.  Department 
policy  through  fiscal  year  2002  stated  the  remaining  accrued 
receivables  and  payables  after  a  two-year  period  be  closed 
into  fund  balance.  This  treatment  would  cause  additions  and 
reductions  for  Direct  Entries  to  Fund  Balance  on  the 
Schedule  of  Changes  in  Fund  Balances  and  Property  Held  In 
Trust. 
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In  FY  2003,  the  department  reduced  the  liabilities  estimated  in  FY 
2001  and  made  an  offsetting  increase  to  fund  balance.  However,  the 
department  reduced  the  corresponding  receivable  from  the  federal 
government  to  a  prior  year  revenue  account.  Thus,  the  prior  year 
revenue  activity  is  understated  by  $9,302,120  on  the  Schedule  of 
Total  Revenues  and  Transfers-In.  There  is  no  impact  on  ending  fund 
balances.  A  department  official  said  state  accounting  policy  did  not 
provide  clear  guidance  on  how  to  record  the  revenue  receivable 
adjustment.  The  official  confirmed  that  two  different  groups  of 
fiscal  personnel  prepared  the  liability  and  receivable  transactions,  so 
consistency  of  the  approaches  was  not  considered. 


Recommendation  #15 


We  recommend  the  department: 

A.  Match  expenditures  and  revenue  for  each  grant  in 
accordance  with  state  accounting  policy. 

B.  Record  receivables  in  accordance  with  state  accounting 
policy. 

C.  Record  Medicaid  expenditure  and  revenue  accrual 
reductions  consistently  on  the  state's  accounting  records. 


State  Compliance 


We  tested  the  department's  compliance  with  selected  state  laws  and 
regulations  applicable  to  department  operations.  The  following 
section  describes  areas  where  the  department's  compliance  with  state 
laws  can  be  improved. 


County  PubUc  Assistance 
Agreements 


Section  53-2-305(1),  MCA,  requires  the  department  to  execute 
agreements  with  counties  establishing  minimum  standards  of 
operations  for  offices  of  public  assistance.  The  statute  specifies 
terms  covering  office  hours,  staffing,  program  changes, 
administration  of  public  assistance  programs  in  the  county,  and 
office  facilities.  We  found  that  the  department  did  not  have  an 
agreement  with  four  of  the  56  counties.  Four  of  the  existing 
agreements  did  not  address  all  of  the  contract  terms  listed  in  the  law, 
and  1 0  of  the  52  agreements  were  not  signed  prior  to  July  1 ,  2002,  as 
required  by  the  department.  A  department  official  said  some  terms 
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may  have  been  overlooked  in  the  contract  because  details  such  as 
office  location  and  hours  have  not  changed  from  previous  periods. 


Trauma  Care  System 


Section  50-6-402,  MCA,  requires  the  department  to  plan,  coordinate, 
implement,  and  administer  a  statewide  trauma  care  system.  The 
statute  places  responsibility  with  the  department  for  developing  a 
trauma  care  system  plan  and  adopting  rules  to  implement  the  plan. 
Section  50-6-410,  MCA,  gives  the  department  the  responsibility  for 
reviewing  applications  and  approving  facilities  to  be  trauma  centers. 
The  law  also  confers  authority  on  the  department  to  revoke  trauma 
care  center  designation.  A  department  official  said  the  department 
did  not  receive  funding  for  the  implementation  of  the  trauma  care 
system  laws  until  recently,  so  the  department  did  not  adopt  rules  to 
implement  the  trauma  care  system. 


Adoption  Medical  Benefits 


Section  42-10-127,  MCA,  requires  the  department  to  develop  rules  to 
provide  medical  assistance  benefits  to  children  with  an  adoption 
assistance  agreement  in  Montana,  but  currently  residing  in  another 
state.  The  law  also  addresses  children  living  in  Montana  with 
adoption  assistance  agreements  from  other  states.  Although  the 
department  is  in  the  process  of  updating  adoption  rules  and 
procedures,  rules  related  to  this  statute  have  not  been  approved. 


Recommendation  #1 6 


We  recommend  the  department: 

A.  Execute  agreements  with  counties  setting  standards  for 
operation  of  offices  of  public  assistance  as  required  by 
section  53-2-305(1),  MCA. 

B.  Adopt  rules  necessarj  to  implement  the  trauma  care  system 
in  compliance  with  sections  50-6-402  and  50-6-410,  MCA. 

C.  Adopt  rules  establishing  medical  assistance  benefits  for 
children  with  an  adoption  assistance  agreement  as  required 
bv  section  42-10-127,  MCA. 
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LEGISLATIVE  AUDIT  DIVISION 

Scott  A.  Seacat,  Legislative  Auditor  /^|f         ^V\  Deputy  Legislative  Auditors: 

John  W.  Northey,  Legal  Counsel  '^^^C^^Sl  ^™  Pellegrini,  Peribrmance  Audit 

Tori  Hunthausen,  IS  Audit  &  Operations 
James  Gillett,  Financial-Compliance  Audit 


INDEPENDENT  AUDITOR'S  REPORT 


The  Legislative  Audit  Committee 
of  the  Montana  Slate  Legislature: 

We  have  audited  the  accompanying  Schedules  of  Changes  in  Fund  Balances  &  Property  Held  in  Trust, 
Schedules  of  Total  Revenues  &  Transfers-In,  and  Schedules  of  Total  Expenditures  &  Transfers-Out  of  the 
Department  of  Public  Health  and  Human  Services  for  each  of  the  fiscal  years  ended  June  30,  2003,  and  2002. 
The  information  contained  in  these  financial  schedules  is  the  responsibility  of  the  department's  management. 
Our  responsibility  is  to  express  an  opinion  on  these  financial  schedules  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  auditing  standards  generally  accepted  in  the  United  States  of 
America.  Those  standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about 
whether  the  financial  schedules  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a  test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  schedules.  An  audit  also  includes 
assessing  the  accounting  principles  used  and  significant  estimates  made  by  management,  as  well  as  evaluating 
the  overall  financial  schedule  presentation.  We  believe  that  our  audit  provides  a  reasonable  basis  for  our 
opinion. 

As  described  in  note  1,  the  financial  schedules  are  presented  on  a  comprehensive  basis  of  accounting  other 
than  accounting  principles  generally  accepted  in  the  United  States  of  America.  The  schedules  are  not  intended 
to  be  a  complete  presentation  and  disclosure  of  the  department's  assets,  liabilities  and  cash  flows. 

In  our  opinion,  the  financial  schedules  referred  to  above  present  fairly,  in  all  material  respects,  the  results  of 
operations  and  changes  in  fund  balances  and  property  held  in  trust  of  the  Department  of  Public  Health  and 
Human  Ser\'ices  for  each  of  the  fiscal  years  ended  June  30,  2003,  and  2002,  in  conformity  with  the  basis  of 
accounting  described  in  note  1 . 


Respectfully  submitted,^,— j. 


kmes  Gillett,  CPA 
Deputy  Legislative  Auditor 

August  29,  2003 
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PUBLIC  HEALTH  S  HUMAN  SERVICES 

SCHEDULE  OF  TOTAL  EXPENDITURES  S  TRANSFERS-OUT 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  2003 


ADDICTIVE  a 

MENTAL 
DISORDERS 


PROGRAM  (SUBCLASS)  EXPENDITURES  &  TRANSFERS-OUT 


CHILD  &  FAMILY 
SERVICES 


CHILD  SUPPORT 
ENFORCEMENT 


DIRECTOR'S 

OFFICE 


DISABILITY 
SERVICES 
DIVISION 


FISCAL 
SEFiVICES 
DIVISION 


HEALTH 
POLICY  & 
SERVICES 


HUMAN  AND 

COMMUNITY 

SERVICES 


OPERATIONS  S 
TECHNOLOGY 


QUALITY 

ASSURANCE 

DIVISION 


R04 


SENIOR*  LONG- 
TERM  CARE 


Total 


Personal  Services 
Salaries 
Hourly  Wages 
Olfier  Compensation 
Employee  Benefits 
Total 


17,328,288 


6,072,948 
23,401,236 


10.150,158 


2,969,197 
13,119,355 


1,439,005 


6,580,478 


2.538.599 


416.928 
2.955.527 


17.452.859 

19.604 

1,000 

5,961,737 

23,435,200 


1,557,438 


451,450 
2,008,888 


6,559,627 


(1,246) 
1,731,802 
8,290,183 


13,622,069 


4,059,451 


17,681.520 


2.955,102 


781,399 


3,736,501 


3.662.974 


5.065,888 


1,721,885 


6,787,773 


$  86,034,475 

19.604 

(246) 

26,589,247 

112,643,080 


Operating  Expenses 
Other  Services 
Supplies  &  Malenals 
Communications 
Travel 
Rent 
Utilities 

Repair  &  Maintenance 
Other  Expenses 
Goods  Purctiased  For  Resale 
Total 


4,367,700 
2,808,049 
148,468 
78,936 
524,109 
738,750 
191,182 
276,841 
104,604 


978,747 

167,617 

453,856 

358,654 

1,308,113 

15,860 

110,617 

71,053 

21 


761,526 

2.061.486 

2.870,641 

1,901,363 

14,330,653 

92,538 

181.614 

739.508 

107,840 

2,094,594 

568,853 

93.867 

312.982 

41,026 

307,758 

7.963 

81.759 

245.856 

4,496 

575,331 

472.384 

98.191 

656.413 

49,916 

375,960 

1.473 

335,477 

522 

37.305 

13.239 

158,509 

4,051 

129,683 

190.605 

50.846 

563,947 
47,392 

922,969 

367,299 
690 

9,238,639 


3,464,538 


2,131,174 


2,582,475 


5,930,725 


3,031,661 


18,182,490 


2,188,738 

19.345.843 

1,331.496 

354,337 

324,473 

69.622 

755,600 

937,191 

149.944 

246,451 

17,358 

194.273 

1,548,005 

284,100 

413,177 

107,207 

825 

197.639 

74,292 

5,839 

104.270 

148,854 

10,261 

5,502,247 


21,132.111 


2.948.369 

53.086,562 

729.789 

7.669.981 

129.186 

3,898.731 

98,950 

1.910.027 

205,324 

5.935.692 

179,277 

1.379.391 

151,451 

1.073.807 

232.307 

2,939,252 

152,707 

4,674,653 


78,046,150 


Eguipment  S  Intangible  Assets 
Equipment 
Intangible  Assets 
Installmnt  Purctiases-Equip-Nb 
Total 


48,498 
18,230 


66,728 


16,513 


16,513 


(422) 


J4221 


384,943 
10 


384,953 


31,647 


(2,393) 


(2,393) 


11,081 


20,462 


20,462 


510.329 

10 
18.230 


528.569 


Capital  Outlay 
Buildings 
Total 


(97) 


(97) 


(29,444) 


(29,444) 


(29,541) 


(29,541) 


Local  Assistance 
From  Stale  Sources 
Total 

Grants 
From  State  Sources 
From  Federal  Sources 
From  Ottier  Sources 
Total 

Benefits  &  Claims 
To  Individuals 
From  Stale  Sources 
From  Federal  Sources 
Insurance  Payments 
Total 

Transfers 
Accounting  Entity  Transfers 
Total 

Debt  Service 
Bonds 
Loans 

Capital  Leases 
Installment  Purctiases 
Total 

Total  Expenditures  &  Transfers-Out 

EXPENDITURES  S  TFIANSFERS-OUT  BY  FUND 

General  Fund 

State  Special  Revenue  Fund 
Federal  Special  Revenue  Fund 
Debt  Service  Fund 
Permanent  Fund 
Total  Expenditures  &  Transfers-Out 

Less     Nonbudgeted  Expenditures  «  Transfers-Out 

Pnor  Year  Expenditures  &  Transfers-Out  Adjustments 
Actual  Budgeted  Expenditures  S  Transfers-Out 
Budget  Autrionty 
Unspent  Budget  Auttionty 

UNSPENT  BUDGET  AUTHORITY  BY  FUND 

General  Fund 

State  Special  Revenue  Fund 
Federal  Special  Revenue  Fund 
Unspent  Budget  Auttionty 


490,746 


490,746 

61,625 

9,443.754 

5.208.601 

9.505,379 

5.208.601 

88,467,388 

23.555.846 

88,467,388 

23,555,846 

2,828,767 

13,065,436 

2,828,767 

13.065,436 

1.921,093 

14,693 

6,793 

18,916 

1,737 

1,954,702 

8,530 

135.953,586          $ 

58,438,819 

47,273,369          $ 

22,003,523 

10,416,814 

1,777,060 

76,169,702 

34,658,236 

2,093,700 

135,953.585 

58,438.819 

3,377,237 

12,702,041 

2,355,939 

19,108 

130,220,409 

45,717,670 

143,689,686 

52,594,944 

13,469,277           $ 

6,877,274 

22,147 


89,375,552 


90 


89,375,642 

3,487,960 

(952,398) 

4,907,415 

3,487,960 

(952,398) 

4,907,415 

1,087,832 
2,334 

10,461 

7,410 

10,461 

1,097,576 

12,199,612         $         4,618,212         $        124,746,039 

2,812,819          $             297,770         $          43,567,656 

1,290,305 

1,390,993 

3,068,018 

8,096,488 

2,929,449 

77,022,532 
1,087,833 

12,199,612 

4,618,212 

124,746.039 

3,458,985 

(1,092,446) 

4.861.746 

53,053 

138,419 

1,123,407 

8,687,574 

5,572,239 

118,760,886 

12,378,650 

7,389,443 

123,189,226 

3,691,076          : 

i          1,817,204          ! 

i            4,428,340 

6,877,274 


3,691,076 


1,817,204 


4,428,340 


(2,471,489) 
(■"l, 471, 489) 


20.889 

20,889 


1,589,949 


72,919 

(123,226) 

2,640,256 


2,589,949 

(1,286,946) 
(1,088,209) 
4,965,104 
5,488,398 


766,539 
5,756,350 

402,286 
6,925,175 


270.943,454 
8.573.882 
279,517,336" 

8,439,328 
8,439,328 


17,329 


$      321,727,350 


67,649,331 

5,404,802 

248,673,217 


321,727,350 

8,206,884 

2,491,573 

311,028,893 

335,294,509 

24,265,616 


3,901,368 

$ 

1,931,868 

$ 

325,340 

$ 

209,708 

$ 

1,349,780 

$ 

131,212 

$ 

1,782,127 

1,605,545 

31,349 

2,022,409 

392,738 

42,807 

121,227 

3,368,798 

7.962,364 

4,914,057 

1,343,327 

1,214,758 

3,035,753 

270,855 

19,114,691 

523,294 


$         24,265,616 


This  schedule  is  prepared  from  the  Statewade  Accounting,  Budgeting,  and  Human  Resources  System  (SABHRS)  without  adjustment  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-1 1 


14,375,891 


80,018,648 
64,960,929 


144,979,577 


21,926,582 


21,926,582 


708 
14,822 


15,530 


204,512,994 


26,116,834 

1,487,332 

176,908,828 


204,512,994 


22,655,279 
652,851 


181,204,864 
197,968,602 


16,763,738 


1,391,315 

423,371 

14,949,052 


16,763,738 


(5,132,493) 


(5,132,493) 


261,500 


261,500 


19,995,226 


893,829 

766,079 

16,726,993 

1,608,325 


19,995,226 

(5,444,612) 
403,515 


25,036,323 
27,351,495 


2,315,172 


2,315,172 


411,605 


207,949 


7,452,491 


1,434,044 

354,072 

5,664,375 


7,452,491 

117,380 

205,214 

7,129,897 

7,885,176 

755,279 


741,137 

$ 

369,225 

884,603 

30,029 

689,432 

356,026 

755,279 


S    199,702 
199  702 


$    199  702 


$        199,702 
199,702 

199,702 

0~ 


1,218,356 
5,751,445 


6,969,801 


170  327,807 


1  022,258 


17,561 


43683,681 

8  778,593 

137,358,041 


189,820,315 


963,141 

5,253,205 


183,603,969 
193,387,545 


9,783,576 


2,778,092 
642,343 

6,363,141 


9,783576 


490,746 


490,746 


2,046,520 

40,969,793 

402,286 

43,418,599 


170,299,019 

722,659,907 

28,788 

28,788 

73,534,811 

90 

47,529,017 
47,529,017 


3,008,925 

1.912 

24,106 

4  309 

6  643 

1  340 

364  404 

3,404,078 


$      1,082,254.294 


255,805  775 

34,610,842 

786,848,117 

3,181,533 

1,808  027 

1,082,254.294 

48,718,391 

11,608.075 
1,021,927  826 

1,106,61767J 
84,689  846 


14,911,172 
9,565,219 

60,213455 
84  689  846 
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PUBLIC  HEALTH  &  HUMAN  SERVICES 

SCHEDULE  OF  TOTAL  EXPENDITURES  &  TRANSFERS-OUT 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  2002 


PROGRAM  (SUBCLASS)  EXPENDITURES  &  TRANSFERS-OUT 

Personal  Services 
Salaries 
Hourly  Wages 
Other  Compensation 
Employee  Benefits 
Total 

Operating  Expenses 
Other  Sen/ices 
Supplies  &  Materials 
Communications 
Travel 
Rent 
Utilities 

Repair  &  Maintenance 
Other  Expenses 
Goods  Purchased  For  Resale 
Total 

Equipment  &  Intangible  Assets 
Equipment 
Intangible  Assets 
Total 

Capital  Outlay 
Buildings 
Total 

Local  Assistance 
From  State  Sources 
Total 

Grants 
From  Stale  Sources 
From  Federal  Sources 
From  Other  Sources 
Total 

Benefits  &  Claims 
To  Individuals 
From  Federal  Sources 
Total 

Transfers 
Accounting  Entity  Transfers 
Total 

Debt  Service 
Bonds 
Loans 
Leases 

Installment  Purctiases 
Total 

Total  Expenditures  &  Transfers-Out 

EXPENDITURES  &  TRANSFERS-OUT  BY  FUND 

General  Fund 

State  Special  Revenue  Fund 
Federal  Special  Revenue  Fund 
Debt  Service  Fund 
Permanent  Fund 
Total  Expenditures  &  Transfers-Out 

Less      Nonbudgeled  Expenditures  &  Transfers-Out 

Prior  Year  Expenditures  &  Translers-Out  Adjustments 
Actual  Budgeted  Expenditures  &  Transfers-Out 
Budget  Authority 
Unspent  Budget  Authority 

UNSPENT  BUDGET  AUTHORITY  BY  FUND 

General  Fund 

State  Special  Revenue  Fund 
Federal  Special  Revenue  Fund 
Unspent  Budget  Authority 


ADDICTIVE  & 

MENTAL 
DISORDERS 

$ 

CHILD  & 

FAMILY 

SERVICES 

10.126.805 

CHILD  SUPPORT 
ENFORCEMENT 

$                6,090.175 

$ 

DIRECTOR'S 
OFFICE 

$ 

DISABILITY 
SERVICES 
DIVISION 

17.334,898 
88 

2,190,051 

16,825.276 
4,546 

5.712.193 


23.047.179 


10.484.805 


23.990 


FISCAL 
SERVICES 
DIVISION 


1,485,222 


2.853.553 
12.980.358 


1.566.302 


384.394 


5.435.470 


7.656.477 


2.574.445 


22.265.292 


422.334 

1.907.556 


HEALTH 
POLICY  & 
SERVICES 


6.084.632 


5.379 
1.572.943 
7.662.954 


HUMAN  AND 

COMMUNITY 

SERVICES 


13,486.017 


OPERATIONS  & 
TECHNOLOGY 


2,787.208 


3.759.510 


17.245.527 


3.681.313 


2.929.029 


2.639,208 


5,618,823 


3,011,468 


15.046.221 


6.928.876 


(23.127) 


53,355 


83.956 
12.500 


65.991 


721.063 
3.508.271 


QUALITY 

ASSURANCE 

DIVISION 


3.370.428 


887.699 
4.258.127 


5.714.171 

1.031.626 

1.419.813 

2.120.167 

2.583.295 
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37,897 

307,509 
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141.004 

157.044 

605.411 

29.143 

70.767 

297.210 

5,326 

621,446 

415,151 

41.561 

217.802 

507.547 

1.054.310 

464.758 

90.314 

603.545 

49,086 

398,393 

1,552,070 

259.748 

429.895 

802.204 

12.848 

1.297 

332.240 

1,078 

859 

81.688 

0 

4.732 

125.238 

47.499 

32.775 

13.042 

271.602 

5,392 

113,970 

174.336 

70.678 

6.424 

174.506 

97.244 

249.265 

92.994 

105.357 

853.529 

288.503 

140.949 

159.570 

22.936 

105.056 

47.474 

171 

(72) 

21.174.434 


2.337,075 


55,130 
5.000 


This  schedule  is  prepared  from  the  Slatevnde  Accounting.  Budgeting,  and  Human  Resources  System  (SABHRS)  without  adjustment  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-1 1 
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Department  of  Public  Health 
and  Human  Services 

Notes  to  the  Financial  Schedules  for  the 
Two  Fiscal  Years  Ended  June  30,  2003 


1-     Summar>  of  Significant 
Accounting  Policies 


Basis  of  Accounting 


The  department  uses  the  modified  accrual  basis  of  accounting,  as 
defined  by  state  accounting  policy,  for  its  Governmental  fiind 
category  (General,  State  and  Federal  Special  Revenue,  Debt  Service, 
and  Permanent  Funds).  In  applying  the  modified  accrual  basis,  the 
department  records: 

Revenues  when  it  receives  cash  or  when  receipts  are 
measurable  and  available  to  pay  current  period  liabilities. 

Expenditures  for  valid  obligations  when  the  department 
incurs  the  related  liability  and  it  is  measurable,  with  the 
exception  of  the  cost  of  employees"  annual  and  sick  leave. 
State  accounting  policy  requires  the  department  to  record  the 
cost  of  employees"  annual  leave  and  sick  leave  when  used  or 
paid. 

The  department  uses  accrual  basis  accounting  for  its  Proprietary 
(Enterprise)  and  Fiduciary  (Agency)  fund  categories.  Under  the 
accrual  basis,  as  defined  by  state  accounting  policy,  the  department 
records  revenues  in  the  accounting  period  earned,  when  measurable, 
and  records  expenses  in  the  period  incurred,  when  measurable. 


Basis  of  Presentation 


Expenditures  and  expenses  may  include:  entire  budgeted  service 
contracts  even  though  the  department  receives  the  services  in  a 
subsequent  fiscal  year;  and  goods  or  equipment  ordered  with  a 
purchase  order  before  fiscal  year-end,  but  not  received  as  of  fiscal 
year-end. 

The  financial  schedule  format  is  in  accordance  with  the  policy  of  the 
Legislative  Audit  Committee.  The  financial  schedules  are  prepared 
from  the  transactions  posted  to  the  Statewide  Accounting. 
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Notes  to  the  Financial  Schedules 


Budgeting,  and  Human  Resources  System  (SABHRS)  without 
adjustment. 

The  department  conducts  program  activities  in  the  fund  categories  as 
listed  below. 

Governmental  Fund  General  Fund  -  to  account  for  all  financial  resources  except  those 

Category 

required  to  be  accounted  for  in  another  fund. 

State  Special  Revenue  Fund  -  to  account  for  proceeds  of  specific 
state  and  private  revenue  sources  legally  restricted  to  expenditures 
for  specific  purposes.  Activity  in  this  fund  includes  the  Public 
Health  Laboratory,  Free  Weatherization,  Child  Support  Incentive 
payments,  cigarette  tax  revenue,  and  Third  Party  Liability 
recoveries.  The  Fund  also  accounts  for  activity  at  the  Eastmont 
Human  Services  Center,  the  Montana  Developmental  Center,  the 
Montana  Mental  Health  Nursing  Care  Center,  the  Montana  Chemical 
Dependency  Center,  and  the  Montana  State  Hospital  supported  by 
insurance  and  individual  payments. 

Federal  Special  Revenue  Fund  -  to  account  for  proceeds  of  specific 
federal  revenue  sources  legally  restricted  to  expenditures  for  specific 
purposes.  The  majority  of  the  activity  recorded  in  the  department's 
Federal  Special  Revenue  Fund  include  federal  grants  such  as 
Medicaid;  Temporary  Assistance  to  Needy  Families  (TANF);  Low- 
Income  Home  Energy  Assistance  Program  (LIHEAP);  Vocational 
Rehabilitation;  Child  Support  Enforcement;  Foster  Care;  Women, 
Infants,  and  Children  (WIC);  Food  Stamps;  Child  and  Adult 
Nutrition;  Children's  Health  Insurance  Plan  (CHIP);  Social  Services 
Block  Grant;  and  Child  Care  Development  Fund  Grant  programs. 

Permanent  Funds  -  to  account  for  financial  resources  that  are 
legally  restricted  to  the  extent  that  only  earnings,  and  not  principal, 
may  be  used  for  purposes  that  support  the  department's  programs. 
The  department  uses  these  funds  to  account  for  Endowment  for 
Children,  and  the  Montana  Tobacco  Settlement  funds. 


Page  A- 12 


Notes  to  the  Financial  Schedules 


Proprietan  Fund  Category 


Debt  Service  Fund  -  to  account  for  accumulated  resources  for  the 
payment  of  general  long-term  debt  principal  and  interest.  The 
department  uses  these  funds  to  account  for  the  Montana  State 
Hospital  and  Montana  Developmental  Center  bond  payments. 

Enterprise  Fund  -  to  account  for  operations  (a)  financed  and 
operated  on  a  manner  similar  to  private  business  enterprises,  where 
the  Legislature  intends  that  the  department  finance  or  recover  costs 
primarily  through  user  charges  or  (b)  where  the  Legislature  has 
decided  that  periodic  determination  of  revenues  earned  or  expenses 
incurred  or  net  income  is  appropriate.  The  department's  use  of  this 
fund  in  fiscal  year  2001-02  was  limited  to  correcting  errors  made  in 
the  fund  in  prior  periods. 


Fiduciary  Fund  Category 


2.    General  Fund  Balance 


3.    Direct  Entries  to  Fund 
Balance 


Agency  Funds  -  to  account  for  resources  held  by  the  state  in  a 
custodial  capacity.  The  department  uses  Agency  Funds  to  account 
for  child  support  payments  collected  on  behalf  of  children  and 
distributed  to  custodial  parents  or  guardians.  Agency  Funds  also 
include  moneys  belonging  to  foster  care  children,  residents  of  care 
facilities,  and  damage  deposits  for  departmental  housing. 

The  negative  fund  balance  in  the  General  Fund  does  not  indicate 
overspent  appropriation  authority.  The  department  has  authority  to 
pay  obligations  from  the  statewide  General  Fund  within  its 
appropriation  limits.  The  department  expends  cash  or  other  assets 
from  the  statewide  fund  when  it  pays  General  Fund  obligations.  The 
department's  outstanding  liabilities  exceed  the  assets  the  department 
has  placed  in  the  fund,  resulting  in  a  negative  General  Fund  balance 
for  each  of  the  fiscal  years  ended  June  30.  2002  and  June  30,  2003. 

The  department  recorded  $256,193,230  and  $238,487,485  of  net 
direct  entries  to  fund  balance  in  the  General  Fund  during  fiscal  years 
2001-02  and  2002-03,  respectively.  Most  of  the  Direct  Entries  to 
Fund  balance  in  the  General  Fund  in  fiscal  years  2001-02  and  2002- 
03,  result  from  entries  generated  by  SABHRS  to  reflect  the  flow  of 
resources  within  the  fund  between  separate  agencies. 
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4.     Nonbudgeted  Activity 


The  department  recorded  Nonbudgeted  Revenues  and  Transfers-In 
related  to  food  stamp  benefits  of  $64,421,443  and  $54,010,601  in  the 
Federal  Special  Revenue  Fund  in  fiscal  years  2002-03  and  2001-02, 
respectively.  Other  Financing  Sources  in  the  Federal  Special 
Revenue  Fund  consists  primarily  of  transfers  related  to  the 
department's  cost  allocation  plan  in  fiscal  years  2002-03  and 
2001-02. 


In  the  Debt  Service  Fund,  nonbudgeted  activity  consists  of  $258,942 
and  $276,289  in  hivestment  Earnings  and  $2,822,334  and 
$2,887,699  in  Other  Financing  Sources  for  fiscal  years  2002-03  and 
2001-02,  respectively.  The  investment  earnings  relate  to  money  held 
for  servicing  debt  on  the  Montana  Developmental  Center  and  the 
Montana  State  Hospital.  The  Other  Financing  Sources  are  transfers 
of  fiinds  collected  as  charges  for  services  provided  by  the  center  and 
hospital  and  pledged  to  meet  principal  and  interest  payments  on  the 
bonds. 


5.    Indirect  Cost  Transfers 


Costs  which  benefit  several  activities  administered  by  the 
department  are  allocated  to  those  activities  through  the  department's 
cost  allocation  plan.  The  department  makes  accounting  entity 
transfers  for  the  non-general  fund  portions  of  its  servicing  activities 
as  follows: 
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Division 

Fiscal  Year  2002-03 

Fiscal  N'ear  200 1-02 

Human  &  Community  Services 

$      21.926,582 

$      21,036,956 

Child  &  Family  Services 

13,065,436 

10.390,033 

Director's  Office 

(952,397) 

(1.259,063) 

Child  Support  Enforcement 

3.487,960 

3,564,677 

Health  &  Policy  Services 

8,439,328 

7,903,720 

Quality  Assurance 

207,950 

(91,997) 

Operations  &  Technology 

(6.740.819) 

(9,675,517) 

Disability  Services 

3,861,542 

3,650,646 

Fiscal  Services 

(2,471.489) 

(268,702) 

Senior  &  Long-temi  Care 

1,022,256 

809,522 

Addictive  &  Mental  Disorders 

1.052,306 

943,962 

Total 

$^42,898,655 

$  37,004,237 

The  Fiscal  Services  Division  was  established  in  February  2002  and 
consists  of  units  previously  administered  by  Operations  and 
Technology  Division.  The  differences  in  indirect  cost  transfers 
between  fiscal  years  for  the  Fiscal  Services  and  the  Operations  and 
Technology  Divisions  reflect  the  reorganization.  The  above 
amounts  also  include  corrections  of  errors  made  in  the  immediately 
preceding  years. 


6.    Expenditure  With  R04 
(Subclass) 


7.     Montana  Tobacco 

Settlement  Trust  Fund 


In  2001  -02  and  2002-03  there  are  expenditure  transactions  recorded 
in  subclass  R04  on  the  Schedule  of  Total  Expenditures  &  Transfers- 
Out.  These  are  related  to  non-budgeted  accounting  entity  transfers. 
Fiscal  year  2002-03  activity  should  have  been  charged  to  the 
Operations  and  Technology  program.  Fiscal  year  2001-02  activity 
should  have  been  charged  to  the  Human  and  Community  Services 
program. 

Section  17-6-601,  MCA,  established  the  Montana  Tobacco 
Settlement  Trust  Fund  for  distributing  nine-tenths  of  the  interest  and 
income  from  this  trust  fund  to  the  State  Special  Revenue  Fund.  The 
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Prior  Year  Revenues  &  Transfers-In  Adjustments  of  $12,380,754 
reported  on  the  Schedule  of  Total  Revenues  &  Transfers-In  for  the 
fiscal  year  ended  June  30,  2003,  in  the  Permanent  Fund  reflects 
investment  earnings  of  the  fund  in  the  fiscal  year  ended  June  30, 
2002. 


8-     Residual  Transfer 
Adjustment 


Section  90-7-221,  MCA,  authorizes  the  department  to  deposit 
reimbursements  for  services  at  the  Montana  State  Hospital  and  the 
Montana  Mental  Health  Nursing  Care  Center  in  a  State  Special 
Revenue  Fund  account  to  provide  resources  for  payment  of  principal 
and  interest  on  bonds  sold  to  finance  improvements  at  the  Montana 
State  Hospital.  The  statute  also  directs  that  the  excess  collections 
beyond  those  needed  for  debt  service  be  deposited  in  the  General 
Fund  as  required  by  section  53-1-413,  MCA.  The  Prior  Year 
Revenue  and  Transfer-hi  Adjustment  amount  reported  on  the 
Schedule  of  Total  Revenues  and  Transfers-hi  and  Changes  in  Fund 
Balance  and  Property  Held  in  Trust  for  the  fiscal  year  ended  June  30, 
2002,  includes  a  transfer  of  $5,007,663  from  the  State  Special 
Revenue  Fund. 
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DEPARTMENT  OF 
PUBLIC  HEALTH  AND  HUMAN  SERVICES 


GAIL  GRAY,  Ed.D. 
DIRECTOR 


STATE  OF  MONTANA 


November  12,  2003 

Scott  A.  Seacat 
Legislative  Auditor 
Room  135,  State  Capitol 
PO  Box  201705 
Helena  MT  59620-1705 


RECEIVEL 

^^^'14  2003 
LEGISLATIVE  AUDIT  DIV. 


Dear  Mr.  Seacat: 

We  have  reviewed  the  recommendations  in  the  Department  of  Public  Health  and 
Human  Services  Financial  Compliance  Audit  for  the  two  fiscal  years  ending  June  30, 
2003.  Our  responses  follow: 

Recommendation  1: 

We  recommend  the  department  maintain  state  expenditure  of  substance  abuse  at 

the  level  required  by  the  Substance  Abuse  Prevention  &  Treatment  grant. 

Concur 

The  department  will  ensure  future  state  spending  levels  for  the  Substance  Abuse  and 
Prevention  grant  meet  the  level  of  effort  requirement.  Addictive  and  Mental  Disorders 
Division  personnel  are  currently  working  with  SAMHSA  on  resolution  of  the  federal 
fiscal  year  2001  shortfall. 

Recommendation  2: 

We  recommend  the  department  increase  prevention  activities  to  meet  Substance 

Abuse  Prevention  &  Treatment  grant  requirements. 

Concur 

The  department  has  identified  adequate  prevention  expenditures  to  satisfy  the  federal 

fiscal  year  2001  requirement  and  adjusted  the  state's  financial  records  accordingly. 

Recommendation  3: 

We  recommend  the  department  strengthen  procedures  to  ensure  client  files 
document  resource  eligibility  requirements  before  vocational  rehabilitation 
services  are  provided. 


Concur 
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The  department  will  reinforce  and/or  strengthen  vocational  rehabilitation  procedures 
involving  client  file  documentation  by  1)  training  all  affected  staff  by  the  end  of 
December  2003,  2)  highlighting  the  importance  of  the  annual  financial  review  during 
ongoing  training,  3)  increasing  the  importance  of  financial  documentation  during  case 
auditing  and  4)  strengthening  Montana's  requirements  for  the  standard  of  proof 
concerning  trust  funds. 

Recommendation  4:  We  recommend  the  department  charge  only  payroll  costs 
incurred  within  the  grant  period. 

Concur 

The  department  has  reviewed  the  costs  in  question  and  adjusted  the  expenditures  to 
the  appropriate  federal  fiscal  year.  The  Vocational  Rehabilitation  budget  staff  will 
continue  to  monitor  the  monthly  expenditure  reports  and  ensure  they  are  charged  to  the 
correct  grant  period. 

In  addition  to  the  specific  actions  by  the  Vocational  Rehabilitation  staff  a  department 
wide  payroll  monitoring  procedure  has  been  implemented.    This  new  procedure  will 
provide  an  additional  level  of  assurance  that  all  payroll  costs  within  DPHHS  are  charged 
to  the  correct  grant  period. 

Recommendation  5: 

We  recommend  the  department  ensure  the  RSA-2  Program  Cost  Report  includes 

only  costs  related  to  the  period  covered  by  the  report. 

Concur 

In  the  future,  all  financial  reports  completed  by  the  Vocational  Rehabilitation  budget 
analyst  will  be  reviewed  by  the  Disability  Services  Division  Financial  Services  Bureau 
Chief  prior  to  the  submission  of  the  reports. 

Recommendation  6: 

We  recommend  the  department  improve  the  accuracy  of  its  administrative  cost 
allocation  to  the  Foster  Care  and  Adoption  Assistance  programs. 

Concur 

The  department  has  completed  all  major  accounting  changes  required  to  more 
accurately  reflect  the  administrative  burden  of  the  Foster  Care  and  Adoption  Assistance 
grants.    Several  additional  minor  accounting  improvements  will  be  completed  by 
December  31,  2003. 

Recommendation  7: 

We  recommend  the  department  provide  supervisory  oversight  to  ensure 
personnel  make  weekly  transfers  from  the  Title  IV-E  Foster  Care  to  the  Adoption 
Assistance  program  or  administrative  expenses  in  compliance  with  the  federal 
cash  management  agreement. 
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Concur 

The  department  will  ensure  that  the  transfers  are  completed  weekly  as  agreed  upon. 
Once  recommendation  6  is  fully  implemented  the  transfers  will  no  longer  be  necessary 
and  the  language  will  be  removed  from  the  cash  management  agreement. 

Recommendation  8: 

We  recommend  the  department  perform  reconciliations  of  Foster  Care  cash 

draws  according  to  department  policy  to  ensure  compliance  with  federal 

requirements. 

Concur 

The  Fiscal  Services  Division  has  developed  a  work  plan  to  review  the  supervisory 
responsibilities  within  the  division.    Included  in  the  development  and  implementation  of 
this  work  plan  is  a  review  of  all  division  policies,  including  cash  reconciliations,  and  the 
methods  used  to  ensure  they  are  accomplished  timely. 

Recommendation  9: 

We  recommend  the  department  run  and  review  its  WIC  dual  certification  report 

monthly  to  ensure  prevention  of  dual  participation  by  clients. 

Concur 

The  WIC  program  has  implemented  procedures  to  ensure  that  the  dual  certification 

report  is  run  and  reviewed  by  the  last  day  of  the  month  following  the  reporting  period. 


Recommendation  10: 

We  recommend  that  the  department  complete  and  document  daily  reviews  of  WIC 

voucher  activity. 

Concur 

Procedures  have  been  implemented  to  ensure  WIC  personnel  complete  a  weekly 
review  of  the  daily  void/reissue  receipts.  All  documentation  will  include  the  follow-up 
and  justification/clarification  of  noted  inconsistencies. 


Recommendation  11: 

We  recommend  the  department  complete  monitoring  visits  and  the  associated 

reports  in  accordance  with  federal  regulations. 

Concur 

The  WIC  program  will  ensure  the  required  federal  monitonng  requirements  are  met  by 
tracking  the  visits  via  the  annual  monitoring  spreadsheet.  The  timely  performance  of 
monitoring  visits  and  related  report  submissions  will  be  included  as  a  performance 
measure  in  all  applicable  staff  appraisals. 

Recommendation  12: 

We  recommend  the  department  immediately  resolve  unreconciled  differences 
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between  computer  system  used  to  track  and  record  activity  for  the  Child  Support 
Enforcement  Program. 

Concur 

The  department  is  working  diligently  to  complete  a  review  of  all  available  financial  data. 
Upon  completion  of  the  review  an  adjusting  journal  to  bring  the  two  systems  into 
balance  will  be  completed. 

A  daily  reconciliation  procedure  has  been  implemented  to  ensure  future  imbalances  are 
detected  and  resolved  timely. 

Recommendation  13: 

We  recommend  the  department  conduct  periodic  monitoring  of  childcare 

program  local  agencies. 

Concur 

The  department  agrees  that  a  monitoring  program  is  a  necessary  component  of  the 

management  of  the  Child  Care  Development  Fund  to  assure  that  funds  are  used 

appropriately.    A  contract-monitoring  program  is  currently  established  and  is  planned  to 

continue. 

Recommendation  14: 

We  recommend  the  department  file  Financial  Status  Reports  for  Low  Income 

Housing  Energy  Assistance  Program  grants  using  correct  expenditure 

information. 

Concur 

The  Fiscal  Services  and  Human  and  Community  Services  Divisions  have  implemented 

procedures  to  ensure  that  all  future  LIEAP  financial  reports  will  be  filed  accurately. 

Recommendation  15a: 

We  recommend  the  department  match  expenditures  with  revenue  for  each  grant 

in  accordance  with  state  accounting  policy. 

Concur 

The  department  has  implemented  a  procedure  which  will  strengthen  the  ongoing 
revenue  adjustment  practices.  Improving  the  ongoing  activities  will  allow  us  to 
demonstrate  compliance  with  state  accounting  policies. 

Recommendation  15b: 

We  recommend  the  department  record  receivables  in  accordance  with  state 

accounting  policy. 

Concur 

The  department  has  policies  in  place  directing  the  appropriate  designation  of 
receivables.     The  item  in  question  was  recorded  previous  to  the  policy  implementation 
and  subsequently  overlooked  during  clean  up  efforts.     The  receivable  has  been  moved 
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to  the  appropriate  account  and  additional  review  of  the  categorization  of  existing  assets 
Is  being  performed. 

Recommendation  15c: 

We  recommend  the  department  record  Medicaid  expenditure  accrual  reductions 

consistently  on  the  state's  accounting  records. 

Concur 

The  department  updated  its  fund  balance  policies  and  provided  a  refresher  training 

course  to  all  general  ledger  accountants. 

Recommendation  16a: 

We  recommend  the  department  execute  agreements  with  counties  setting 

standards  for  operation  of  offices  of  public  assistance  as  required  by  section  53- 

2-305(1). 

Concur 

All  county  operating  agreements  have  been  updated  and  reviewed  for  completeness. 

Recommendation  16b: 

We  recommend  the  department  adopt  rules  necessary  to  implement  he  trauma 

care  system  in  compliance  with  section  50-6-02  and  50-6-410. 

Concur 

The  department  will  continue  striving  towards  compliance  with  the  statutes  with  current 

resources,  while  pursuing  additional  funding  opportunities. 

Recommendation  16c: 

We  recommend  the  department  adopt  rules  establishing  medical  assistance 
benefits  for  children  with  an  adoption  assistance  agreement  as  required  by 
section  42-10-127 

Concur 

The  department  will  adopt  rules  as  recommended. 

I  would  like  to  thank  your  staff  for  their  professionalism  and  cooperation  during  this 
audit. 


Gail  Gray,  Ed. 
Director 
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